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(4) The title of an official authorized 
to purchase SLGS securities; ] 

(5) A description of the tax-exempt 
bond issue; and ] 

(6) The certification required by 
§ 344.2(e)(1), if the subscription is sub-
mitted by an agent of the issuer. 

(c) Under what circumstances can I 
cancel a subscription? You cannot cancel 
a subscription unless you establish, to 
the satisfaction of Treasury, that the 
cancellation is required for reasons un-
related to the use of the SLGS program 
to create a cost-free option. 

(d) How do I change a subscription? 
You can change a subscription on or 
before 3 p.m., Eastern time, on the 
issue date. Changes to a subscription 
are acceptable with the following ex-
ceptions: 

(1) You cannot change the issue date 
to require issuance earlier or later 
than the issue date originally specified; 
provided, however, you may change the 
issue date up to seven days after the 
original issue date if you establish to 
the satisfaction of Treasury that such 
change is required as a result of cir-
cumstances that were unforeseen at 
the time of the subscription and are be-
yond the issuer’s control (for example, 
a natural disaster); 

(2) You cannot change the aggregate 
principal amount originally specified 
in the subscription by more than ten 
percent; and 

(3) You cannot change an interest 
rate to exceed the maximum interest 
rate in the SLGS rate table that was in 
effect for a security of comparable ma-
turity on the business day that you 
began the subscription process. 

(e) How do I complete the subscription 
process? The completed subscription 
must: 

(1) Be dated and submitted electroni-
cally by an official authorized to make 
the purchase; 

(2) Separately itemize securities by 
the various maturities, interest rates, 
and first interest payment dates (in the 
case of notes and bonds); 

(3) Not be more than ten percent 
above or below the aggregate principal 
amount originally specified in the sub-
scription; 

(4) Not be paid with proceeds that are 
derived, directly or indirectly, from 
the redemption before maturity of 

SLGS securities subscribed for on or 
before December 27, 1976; 

(5) Include the certifications required 
by § 344.2(e)(2)(i) (relating to yield); and 

(6) Include the information required 
under paragraph (b), if not already pro-
vided. 

(f) When must I complete the subscrip-
tion? BPD must receive a completed 
subscription on or before 3:00 p.m., 
Eastern time, on the issue date. 

§ 344.6 How do I redeem a Time De-
posit security before maturity? 

(a) What is the minimum time a security 
must be held? (1) Zero percent certifi-
cates of indebtedness of 16 to 29 days. A 
zero percent certificate of indebtedness 
of 16 to 29 days can be redeemed, at the 
owner’s option, no earlier than 15 days 
after the issue date. 

(2) Certificates of indebtedness of 30 
days or more. A certificate of indebted-
ness of 30 days or more can be re-
deemed, at the owner’s option, no ear-
lier than 25 days after the issue date. 

(3) Notes or bonds. A note or bond can 
be redeemed, at the owner’s option, no 
earlier than 30 days after the issue 
date. 

(b) Can I request partial redemption of 
a security balance? You may request 
partial redemptions in any whole dol-
lar amount; however, a security bal-
ance of less than $1,000 must be re-
deemed in total. 

(c) Do I have to submit a request for 
early redemption? Yes. An official au-
thorized to redeem the securities be-
fore maturity must submit an elec-
tronic request in SLGSafe. The request 
must show the Taxpayer Identification 
Number of the issuer, the security 
number, and the dollar amount of the 
securities to be redeemed. Upon sub-
mission of a request for redemption be-
fore maturity of a security subscribed 
for on or after August 15, 2005, the re-
quest must include a yield certification 
under § 344.2(e)(2)(ii). BPD must receive 
the request no less than 14 days and no 
more than 60 days before the requested 
redemption date. You cannot submit a 
request for early redemption for a secu-
rity which has not yet been issued and 
you cannot cancel a request once it has 
been submitted. 

(d) How do I calculate the amount of re-
demption proceeds for subscriptions on or 
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after October 28, 1996? For securities 
subscribed for on or after October 28, 
1996, the amount of the redemption 
proceeds is calculated as follows: 

(1) Interest. If a security is redeemed 
before maturity on a date other than a 
scheduled interest payment date, 
Treasury pays interest for the frac-
tional interest period since the last in-
terest payment date. 

(2) Redemption value. The remaining 
interest and principal payments are 
discounted by the current Treasury 
borrowing rate for the remaining term 
to maturity of the security redeemed. 
This may result in a premium or dis-
count to the issuer depending on 
whether the current Treasury bor-
rowing rate is unchanged, lower, or 
higher than the stated interest rate of 
the early-redeemed SLGS securities. 
There is no market charge for the re-
demption of zero interest Time Deposit 
securities subscribed for on or after Oc-
tober 28, 1996. Redemption proceeds in 
the case of a zero-interest security are 
a return of the principal invested. The 
formulas for calculating the redemp-
tion value under this paragraph, in-
cluding examples of the determination 
of premiums and discounts, are set 
forth in appendix B of this part. 

(e) How do I calculate the amount of re-
demption proceeds for subscriptions from 
September 1, 1989, through October 27, 
1996? For securities subscribed for from 
September 1, 1989, through October 27, 
1996, the amount of the redemption 
proceeds is calculated as follows: 

(1) Interest. If a security is redeemed 
before maturity on a date other than a 
scheduled interest payment date, 
Treasury pays interest for the frac-
tional interest period since the last in-
terest payment date. 

(2) Market charge. An amount shall be 
deducted from the redemption proceeds 
if the current Treasury borrowing rate 
for the remaining period to original 
maturity exceeds the rate of interest 
originally fixed for such security. The 
amount shall be the present value of 
the future increased borrowing cost to 
the Treasury. The annual increased 
borrowing cost for each interest period 
is determined by multiplying the prin-
cipal by the difference between the two 
rates. For notes and bonds, the in-
creased borrowing cost for each re-

maining interest period to original ma-
turity is determined by dividing the 
annual cost by two. Present value is 
determined by using the current Treas-
ury borrowing rate as the discount fac-
tor. When you request a redemption 
date that is less than thirty days be-
fore the original maturity date, we will 
apply the rate of a one month security 
as listed on the SLGS rate table issued 
on the day you make a redemption re-
quest. The market charge under this 
paragraph can be computed by using 
the formulas in appendix A of this part. 

(f) How do I calculate the amount of re-
demption proceeds for subscriptions from 
December 28, 1976, through August 31, 
1989? For securities subscribed for from 
December 28, 1976, through August 31, 
1989, the amount of the redemption 
proceeds is calculated as follows: 

(1) Interest. Interest for the entire pe-
riod the security was outstanding shall 
be recalculated if the original interest 
rate of the security is higher than the 
interest rate that would have been set 
at the time of the initial subscription 
had the term of the security been for 
the shorter period. If this results in an 
overpayment of interest, we will de-
duct from the redemption proceeds the 
aggregate amount of such overpay-
ments, plus interest, compounded semi- 
annually thereon, from the date of 
each overpayment to the date of re-
demption. The rate used in calculating 
the interest on the overpayment will 
be one-eighth of one percent above the 
maximum rate that would have applied 
to the initial subscription had the term 
of the security been for the shorter pe-
riod. If a bond is redeemed before ma-
turity on a date other than a scheduled 
interest payment date, no interest is 
paid for the fractional interest period 
since the last interest payment date. 

(2) Market charge. An amount shall be 
deducted from the redemption proceeds 
in all cases where the current Treasury 
borrowing rate for the remaining pe-
riod to original maturity of the secu-
rity prematurely redeemed exceeds the 
rate of interest originally fixed for 
such security. You can compute the 
market charge under this paragraph by 
using the formulas in appendix A of 
this part. 

(g) How do I calculate the amount of re-
demption proceeds for subscriptions on or 
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before December 27, 1976? For bonds sub-
scribed for on or before December 27, 
1976, the amount of the redemption 
proceeds is calculated as follows: 

(1) Interest. The interest for the en-
tire period the bond was outstanding 
shall be recalculated if the original in-
terest rate at which the bond was 
issued is higher than an adjusted inter-
est rate reflecting both the shorter pe-
riod during which the bond was actu-
ally outstanding and a penalty. The ad-
justed interest rate is the Treasury 
rate which would have been in effect on 
the date of issue for a marketable 
Treasury bond maturing on the semi- 
annual maturity period before redemp-
tion reduced by a penalty which must 
be the lesser of: 

(i) One-eighth of one percent times 
the number of months from the date of 
issuance to original maturity, divided 
by the number of full months elapsed 
from the date of issue to redemption; 
or 

(ii) One-fourth of one percent. 
(2) Deduction. We will deduct from 

the redemption proceeds, if necessary, 
any overpayment of interest resulting 
from previous payments made at a 
higher rate based on the original 
longer period to maturity. 

Subpart C—Demand Deposit 
Securities 

SOURCE: 70 FR 37911, June 30, 2005, unless 
otherwise noted. 

§ 344.7 What are Demand Deposit secu-
rities? 

Demand Deposit securities are one- 
day certificates of indebtedness that 
are automatically rolled over each day 
until you request redemption. 

(a) How are the SLGS rates for Demand 
Deposit securities determined? Each secu-
rity shall bear a variable rate of inter-
est based on an adjustment of the aver-
age yield for three-month Treasury 
bills at the most recent auction. A new 
rate is effective on the first business 
day following the regular auction of 
three-month Treasury bills and is 
shown in the SLGS rate table. Interest 
is accrued and added to the principal 
daily. Interest is computed on the bal-
ance of the principal, plus interest ac-
crued through the preceding day. 

(1) How is the interest rate calculated? 
(i) First, you calculate the annualized 
effective Demand Deposit rate in deci-
mals, designated ‘‘I’’ in Equation 1, as 
follows: 

I
P

MTR TAC
Y DTM

= ⎛
⎝

⎞
⎠ −

⎡

⎣
⎢

⎤

⎦
⎥ × −( ) −100

1 1
/

(Equation 1) 

Where: 
I = Annualized effective Demand Deposit 

rate in decimals. 
P = Average auction price for the most re-

cently auctioned 13-week Treasury bill, per 
hundred, to six decimals. 

Y = 365 (if the year following issue date does 
not contain a leap year day) or 366 (if the 
year following issue date does contain a 
leap year day). 

DTM = The number of days from date of 
issue to maturity for the most recently 
auctioned 13-week Treasury bill. 

MTR = Estimated marginal tax rate, in deci-
mals, of purchasers of tax-exempt bonds. 

TAC = Treasury administrative costs, in 
decimals. 

(ii) Then, you calculate the daily fac-
tor for the Demand Deposit rate as fol-
lows: 

DDR = (1 + I)1/Y ¥1 

(Equation 2) 

(2) Where can I find additional informa-
tion? Information on the estimated av-
erage marginal tax rate and Treasury 
administrative costs for administering 
Demand Deposit securities, both to be 
determined by Treasury from time to 
time, will be published in the FEDERAL 
REGISTER. 

(b) What happens to Demand Deposit 
securities during a Debt Limit Contin-
gency? At any time the Secretary de-
termines that issuance of obligations 
sufficient to conduct the orderly fi-
nancing operations of the United 
States cannot be made without exceed-
ing the statutory debt limit, we will in-
vest any unredeemed Demand Deposit 
securities in special ninety-day certifi-
cates of indebtedness. Funds invested 
in the ninety-day certificates of in-
debtedness earn simple interest equal 
to the daily factor in effect at the time 
Demand Deposit security issuance is 
suspended, multiplied by the number of 
days outstanding. When regular Treas-
ury borrowing operations resume, the 
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